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by Elwyn T. Bonnell and John A. Gorman ¢

Changes in Pi]b]ic and Private Debt

INET public and grivate dubl totaled 8553 billon & the
cloge of 1952—3%311% billion sbove thet cutatanding at the end
of 1951, This ndvance was of zbout the =nme megnitude
pa the increasc which cecurred In 1951, Partial deta avail-
able indicate thai total debt has continued to expand during
1953 nt a rate which may equol or surpass that in 1952,

Gross debt, before consolidation of borTowers’ accounts as
axplained in the tachnieal note to this repart, resched a total
of 5643 billion at the and of dst yeor. Gross public debt
lf}ai;;ed up 4 peroent and groes private debt 8 pevcent during

The vise in net dabt lost yonr, as in other postwar yours,
wis likewisa dominated by the ciumga in privata obligationa
(see chort}). Thrce-quarters of the }ear]}: ndvonce—325.5
billion—wns cen in net private indsbtedness, which
amounted to §303 billion on I¥ecermber 31, 1952—8§ percent
above the totel o yeor earlicr. Additions of $5% biilion to
¥ederal Government net debt and $2% billion to State and
local goveromont obligntions together represented 2 public
dekt incrense of atwut 3 parcent.

Az o result of the more rapid growth in privats borrowitgs,
the proportion of total pet da%t goccounted for by private
chligationz inereosed to 65 percent at the end of 1932, in
comparison with 53}{ percent in 1851 and the wartims low of
M parcent in 1946, _

All major debé catagaries (tahle 1) expanded in 1962. Tha
$7) billion increase in nonfarm moﬁn es and $4 billion rise
in sonsumar eradit ¢ogother nccounded for roughly half of tha
total privaie dekt expansion. The comsumer oredit rise rap-
ted 8 20 percont advance., A similay advance had oc-
curred in 1950, but tha intervening yenr 1951 had shown only
a & pereent change.

Most of the ramaining 1952 incrense in the privats sactor
was aceountad for by corporate debt, which ross less than in
1960 or in 1951,

 Privete debl expansion in 1952 was an accompaniment of

roduction, sales, and investment. While private in-

debta merengod 324 ballion, individusls and businesges

added %10¥ billion to their holdings of eash, deposita, and

U. 5. Government securities, and made gross investments of

$59% billion in new homes, plant, produstive equipment, and
additional business nventories,

The monetary, credit, price-wage, and material sllocgtion
policies in force throughout 1951 had been instrumental in
reslraining the fmwt.h of private debt during that year. In
1952, improveq supplies of critical materials, and mora

unl expansion of defense cutlnys, led to refaxation or
suspension of selective aconomie controls.

Credit controls in 1952

Controi of consumer credii through the Fodersl Reserve
Bomrds Regulation W, which tended to imcrsase downm-
Myments and shorten maturities, was relaxed in July 1951
und suspended in Moy 1952,

NOTE~MERE, BONNELL ARD MR. 04RAMAH ARE MEMEERE OF TER Na-
TIONALINCOME DIVISION, CFFIOE OF BUBINESS EOONOM LGS,

Regulution X and the collutersl regulntions of the Federal
Housing Administration and the Veterans’ Adminisiration
remaiped in effeot until Septembor 1952. These were de-
signed to inorease downpaymenis and shorien maturities in
the field of renl catnte credit, B tion X, which had
been ensed somewhat in Soptember 1951, wae fiberalized in

All major categories of dabt
advanced in 1952

INOREASE, 1981 TO DR — BILLINKS OF DGLLANS
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TOTAL PRIATE
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June 1952 by decreasing required dewnpayments. It was
suspended in September er the terms of the Drefense
Production Aot amendments of 1952, after the number of
rogidentinl unity etarted monthly had fallaa betew 100,000
(saasonolly adjusied) in June, July, and August.

The Vo um Credit Restraints Program, an instrument
of selective it contral depending upon ecovperative par-
ticipution by privaie lending institutions, which provided
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Table 1.—Net Pablic and Prirato Debt, End of Calendar Your, 1016-52 1
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'grfecinte delst autstandjnghhj much. This was lnrgely
0

dofense-related criteria in soreening propossd loans, waa

discontinued in May 1952, ]

0 the Fll.'.l:h-srﬂlv Reserve Ee#nlm:ma T snd U, which
control margin requirements on loays to purchzze or carry
aecurities, were in force throughout the year. in
ruquimmantsuwem h:Ed Et.b‘?ﬁ pal‘l;ﬁtli:«m during 1053, bus
dra to b percent 1 Febiuary o ysar, ) .

Aﬁptﬁ’gugh gelective crodit restraints were softened in eppli-
cation or discontivued, thero remained the Federal Reserve
System’s instrimonts of genersl credit lgulic:,r. Folle the
accord reached with the Treasury Department in Ilhr?amh
1951, the System was in o better position to employ its tra-
ditionn] deviees of open-markat buying and selling of secu-
rities, regulation of member bonk reserve requirements, and
variation in rediscount refes, in order to influence the aveila-
bility of bank reserves and the conssquent supply of credit
and money. The Federal Reserva Systom used ite powurs
throughout 1952 to exert o continuing moderate dampening
presavra on extensions of bank eredit. ) _

Interest ratee rose io 1962, The effect of the higher in-
terest rato on new loana did not reise the nvorags un.hth:a ag-

eCause
& proponderasnd waig;rt in total debt of obligstions caryied
pvor from prior years. Lho computed avarnge intoreat rato
ig currently about half of that effsetive in 195%—an agﬁata
debt 3 times that in 1920 is thus ¢orried by interest charges
only one-haif lnrger.

Federal Government debi expands

The $10% billion incrense in gross Federal dobt includes
additions to heldinge of Fedaral securities within the Govern-
ment (mainly speciol issues held by Federol agencies and in
trost funds for the accouns of individunls) as well as net now
borrowings of $54 billion from the public. In addition to
financing the budget deficit, the rise in debt during 1052 per-
mitted o net merense of almost $2 hillion in the Trensury
genersl fund balooce, Federal Govarnment net debt totaled
§224 billion at the closa of 1932 and gross debt—intluding
agmmiv abligntions not subject to the stetutery debt Iimig—
over $280 billion.

By the end of Aupust 1953, Federal Government net debé
was approximately $4 billion higher than on Denerabar 31,
1052, whila gross Faderal debt rose $8 billion during the same

eriod,  Nenrly all of this rise stemmed from heavy Treasury
n'om%' operatione in July to cover the anticipated third
quarter udp deficié, With the sensonal concentration of.
receipts in the firat half of 1953, Federal net and groea debt
had inad during the first six months.

Sinee most of the Treasury’s new borrowing during 1952
was concenirated in the second holf of the year and in low-
inteceat- i short-tarm  mponritiae,
anticipation bills, Federnl Governmens net interast paymenta
were very litile higher in 1852 than in 19651. The corputed
average interest rate on publicly held securitiea was mot
al appreciably batween 193] and 1952,

State and local rise continues

Stata and locnl §wernmmt net debt amounted to $25.8
Lillion at the end of Juna 1952, & $2X billion izcrenss during
the fiscal year, Binte governments added one-ssventh to
outstanding obligations and local governmenta added one-

tenth. The combined advonce wae slightly smaller than in
1850 or 1951.
The bulk of receipts from such borrowing was used to

finance the construstion of schaol and other community
facilities, ronds and bridges. The need for the improve-
ment and ion of such facilities haa led to sizable debi
additions throughout the postwoar wears. It should be

SURVEY OF CURRENT BUSINESS

1652 wos about tha sama g2 in 1980-51.

particulerly tax-

15

noted in this conneotion that State and local govermtnents
as o group have slec added substantially to their holdinge of
cash and seturidics in recont yeors, .

The valume of new offerings s0 far in 1053 indicetes that
the riza ham sontinued, sltho State and local govern-
ments experienved some difficulty in morketing some issues
during 1952 and 1953, The lavge supply of these securities
necessitated some price councessions . order to bronden
their market by atiraciing investors with less to gain from
the tex-gxemption featurss.

Other inotors limiting the rate of debt formation by Stnte
and Yoenl governmente during fiscal year 1052 inclu the
end of borrowing to pay veterans' bonuses, the accomplish-
ment of minimum construction objectives by some units,
voters’ resistance to proposed capital outlnys, review of
proposalzs by Voluntary Credit Restraint Committess, and
restricied s%plies of critical materials. .

Despite theso conditions, the expansion of local debt in

Bmmwm¥ by
States, however, was significantly less than in either of the
{wo preceding yoors. : . X

Approximately two-thirds of the 1952 increaze in State
debt wos incarred to finonce highway conairuciion Es.rticu-
lncly toll ronds. Most of the remainimg additional debt arose

from loans to a;asiﬂt- educntion,

Postwar debt change dominated
by private obligotions
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All catepories of local government participated in the
£1¥% hillicn riza in local governmont nat debt durir:ﬁ fisenl

ar 1852, For the sixth soccessive year, school districts
ad in tha rote of incrense—ndding 17 percent. A sizable
proportion of the new debt of counties, cities, und townships
was also jncurred for school purposes.  (Abowi one-fourth of
public school attendanes is within the scope of governmental
unita ather thin scparete sehool districts.) .

County dabt rose 10 percent in fiscal yaor 1952, city and
township indebtadness ndvanced 6 percent, snd apecial
district debt was up 13 percont.

The rate of increass in totzl neb corporate debt dropped
to 5 pereent in 1952, an vompared with 14 parcent in 1951 and
18 poreent in 1950, This retardation occurrad in the short-
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additional foctor in lowering the rate of corporate debt

growih,

The Federal Government continued to encourags defenze-
connected investment in 1952 through accelerated smorti-
gotion for tax purposes snd throogh the guarsntes of loans
for working capital purposes by goverminent procurement

ncies,

A aubstaptial portion of the long-term debt addition of §5
billisn was in_the form of bonded indebteduess. Over $7%
hillion in bonda to raiss new enpitel and to refinance existing
debt were offered in 1052—substontislly above offerings in
1951 and the largest on record. Manuvisoturing  corpora-
tone, marketing 50 percent more than in 1951, accounted for
shout half of the totsl. Transporiation offerings wers
doublod and other industry fotations wera also incressad.

Total shart-term corporate debt, composed of notes and
accounts payable and “other” lnbilities, incrensed $3%
hillion in 1982, Notes and mccounts pa.ynijlﬁ advanced 11
percent during the year, as compared with 17 percent in 1951
and 26 percept in 1950. The decline in ndgitions to snah
debt nrgely reflected inventory adjustments nod consequent
chenges m borrowmﬁ commercial . ueed
Federnl income tox Labilities were the primary factor in
shrinking “other”’ corporate liabilities in 1852. '

Corporate financial position

Although corporate debt has increased sharply over the
past severnl years, the financinl position of corpemiions 1o
the agpregate remains relatively favorable. Liguidity indexes
sich &8 the ratio of cnsh and U, 8, Govarnment securities io
current Knhilitics declined in 1950, 1951, and 1952, but
remained sbove prewar tevels. The total of retained profits
ond depreciation charges—the major internal asources of
funds—wns higher in 1952 than in any other yenr czcopt
1048 nad 1980, The decline in retained profits during 1952
wns more than aqualed, for corporations s n whole, by a
Inrge inereasa in depracintion charges reflecting the amortizo-

SURVEY OF CURRENT BUSINESS

Septatiber 1048 |

tion of defense facilitiea at higher than normal rates aa well
sa an expanded depreciation baas,

Expansion in nonfarm morigage debt

Nonfarm mortgege debt. owed by noncorporate horrowers
rose §71 billion during 1952, This sdvance wes somewhat |
lezs than the increnses of 1950 and 1951. As in those two !
Fearg, appmﬁmnta]?r four-fifths of the rise pertained to
morig on 1-¢ family homes, which continued under

tion during most of 1952,

e present valume of 1—4 family nonfarm heusing debt
{858 billion at the end of 1952) retlects n postwar wove of
eonstretion and nse in real estate values stamming from the
large backlog of housing demand built up during the de-
pression and war years and the favorabls tncome and asset
poeition of the public. Ready availability of credit has 2lso !
been a factor during much of the postwar . These .
snd other elementa are onslyzed m '"Markets after the
Dafense Expansion,” pp. 46—44. ] .

The housing boom resuited in & muck more mpid relative
rige in 1-4 family residential mortgaza debt than in personnl
ineoma aftsr taxes. TYet the preasnt relation of debi to in-
come iz only moderntely in excess of the ratic during the more |
prosporous prewar years. In demns of debt servwing, cur-
rent interest and repayment requirements ore also moder-
otely higher in relation to ingome than in the mmediote '

alieses of lenders increased their holdings of 1-4 fnmily
mortgeges during 1332, Savings pod lean associationa re-
corded the largest expuwnsion, both tn dollar amount and
parcant: ise, and replaced lita insurance colmpaaice g3 tha |
pringipal source of additional funds for this purpose. Con-
rahtional mnr%&gea held by lifs insurance companies wera
inereazed by the swme amount os in 1951; VA- and FHA-
guargateed mortgeges, however, weore imncereased Ly a con-
sidarably emaller amount. ) ]
Borrowings on multifamily yesidentisl and comunercisl
properties advoncsd by §2 billion—somewhat lesa then m
1960 end 1951. As in prior years, lifo insurnace sarriera
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were the pringipal seurce of such funds, followed by muiual
sevings banks.

Sharp rise in consumer credit

Subsaquent to the removal of contrals in May 1862 end
with the incressed availebility of goodz wswally bought on
credit, consnmer ¢redit rose by more than one-ifth u:mg
the last eight months af the yenr. A similar incresas in 195
had been followad by o period of relative atability which
lanied through the firat fouy months of 1952. The rapid ex-
pansion of such debt bas continued in %53, Nearly all of
the recent advence in consumer credit wos due to installment
loans and instnllment sales of durable goods.

The inetallment eradit expansion it 1952 may be attributad
to on ineressed use of credit under more favorable terme
sssovigted towoard the end of the year with the im:;rruvmi
nvailability of hard goods. Although sonsumer nses of
new onre daclined eliphily from 1951 to 1952, tast year emded
oh @ ptrong upward note which was cerried into 1953. Auto-
mobile crodit rose nesrly one-third in the May-Desembes
p-aﬁgd, ond has maintained & eomnporable reta of rise o far
in 1953. .

. Similer (o the mortgape credit advence, the poatwar riss
in ghort-term consumer indebtedness s w product of prior
shortages and e¢redit eontrols, a long-term uptrend in the
use of gneh cradit, and the growth of income. Congumer
credit is more responsive than morigege debt to short-run
chonges in business eonditions becanss of the mers rapid
" lurnover of such credit.

The sum of morigage debt on 1-4 family nonfarm resi-
dences and consumer credit may be regarded as rou
qui?&lmt. to *individual's” debt. The current size of this
debt does not appear to be unduly grect, given the present
income level and liquidity position of individuals, the long-
run growth of such credit, and the fact that lower interest
rates have reduced the burden of a given debi volume hy
gomparigen with earlier prosperous perioda.

These considerntions apply te the present bigh-income situ-
ation. A redunstion in nte meome would mcresss the
burden of tha individusal debt, paréicularly where loan agree-
ments call for regulor atnortization payments, and reinforee
subgsquent adjustments in consumer purohasing.

Recent trenda in individual indebtadness wers mora thot-
ocughly evaluated in o previons issue of the Svaver (April

1853, pago 12).
Farm debt expansion continues

Total faym debt rose 11% parcent during 1952 to o total of
%15 billion nt the end of tha year. Two-thirds of the advanze
reprasented farm production lonns ond one-third farm mort-

debi.

Enrm production loans somprize credit extended i farmers
and farm cooparativea by commercia]l bunks and Foderslly
sponsored fprm agencies, and inelude price support loans
made or guarantesd by the Commodity Credit Clorporation.
The dectine in farro prices, particularly of wheat, eotton, and
corn, in the latter half of 1852, necessitatad & sharp rise in
support loans maoda or guarmntced by the Corporation.
These are chiefly “nonrecourse” loans, the borvowers’ lishility
Leing limited to the crop inventories socwring them. Exclud-
ing price support M&Jit., farm piodustion eredit expanded
only $300 million in 1852, less than & third of the previows
vear's advance.

Farm mortgage debt rose one-half billion dollars in 1952—
thesame ne in'1950 and 1951, At the close of the yeor such
dobt smounted to 7.1 Mllion—28 percent nbove the total &
year earlier. ‘Tho dollar volume of new furm meortgages re-
corded approximated tha 1951 )evel: the avernge size of new
farm mortgoges incrensed from $5,350 in 1951 to $6,630 in
1842 while the number of morigages recorded receded 5 per-
cept, Most of the dellar increase in new form mor & Ye-
pordings ocourred in the second holf of 1952; dwing the
firat gix months recordings were slightly below the corre-
sponding period of 1981,

{ Continued on page 24)



24 SURVEY OF CURRENT BUSINESS

Cherier hire poyments by Tinited States operators for che
nee of foreign vessels, mostly tankers, incrensed in 1942.
This reflected both the gontinued diversion of United States
flag tankers to military needa and enheneed requirements for
bankers for incressed coastwise and import carringms,

EBuropean deficit declines most

The decline in Tnited Stales earnings on exports, partic-
uloaly on coal snd grain shipmouts, end the growth in foreigzn
sorninge from United States imports, are apparent princips
in owr fronsactions with Western Evrope.  In 1952, the net
receipta balance on ship]iing with Weatern Europe had de-
clined to sbout $100 million, from $228 million in 1951, A
further reduction, of possibly $50 million, ﬂliamm b0 e indi-
ented for 1853 on the basis of the date a~vmlablc for the first
half of the year,

Tha trend of the veceipis balnnces with Latin America
is alzo downward, with o dedline registered in 1952 ns com-
pared with 1051 nnd o smoller balanen f:ru]mted for 1943.
[his changs stems principelly from {a) the eipnosion of
the Leatin Amecrican merchanl flects, (b) incressed teokor

Heptember 1854

ni (incliding the enrnings of tanker subsidiaries of
United States oil cormpanies) and (¢} eharter hire payments
to companies registered under Latin American flage,

Transportation by air expanded

,Other internationnl transportotion trapsactions havg
yielded emal} neb receipts surpliscs ronging up to $25
million over the postwor yoars. The most noteworthy
of the items taken into the halanes of pnyments are United
Htates virline receipta from fares paid by forsigners for
carrige from and to the United States and also for enrriape
between foreign countries. These receipis amounted to
$83 million in 19%2—obout twice the paymenta by United
Btatesx residents to farmgn aivlines.

In addition, United Siates airlines’ earningg for carryio
export freight and freight hetween fﬂmi%points in lﬂlﬁg
amounted to $24 million, o agsingt less than $4 million of
foreign freight cernings on importe. Foreign expenses of
United States aivlines lorgely offset neb receipta on faves
and {reight. They sggregated $87 millien in 1952 whils
g:g?lgqlll_nﬂinm’ axpenses in the Tnited States smounted o

million.

Changes in Public and Private Debt
{Continted from page I8)

Noncorporate nonfarm commercial dabt ross 7 percent
during 1952, amounting to $12 biltion at the close of the
year. ‘The year's ingrease was sbout one-holf of the 1951
rise, and about one-fourth of the advanee in 1050. This
debi category - represents bank commorcial apnd industrind
loans to noncorperate business, overdrafis, and loons bo
institwtionai borrowors. The lowar rate of expunsion in 1952
was primarily the reflection of reduced inventory reguire-
ments.

Losns to purchase or earry securities amounted to $4.8
billion on Deeember 31, 1852, 17 percent above the $4.1
hillion outstanding af the end of 1851. Last yenr's increase
wgs g revorsal n‘fnﬁm ranvement whieh aecarred during 1951,
when security loans declined 9 percent. Margin require-
ments weye raized from 50 percent ke 75 porcont in Jonuary
1951, and remained ai 75 pereent for the rest of that year
nod threughout 1952,

A mejor portion of the incrense during 1952 atammed from
loans to purchase or cerry on expanded volome of government
ablizatione. 'Wilh respect to corporate securities, the value
of maidzet tronsretions declinad somewhat from 1851 to 1952,
nlthough prices advanced.

The other component of finnncial debt as shown in tabla 7,
policy nnd collatoral loons by insuranse pompanies, reached
%2.7 billion at the end of 1952, five pereent above such
leans o the close of 1851, Over the lonzer run, the growth
in poliey toans hos stemmed primovily from incrensed swner-
ship of life insuranca. 'The ratio of policy loans to reserves,
on index of funds available for ench loans, waa 4.2 ent
in 1932, approximately equal to fhat in other high-inpome,
POBLWLL YEOTS.

Technical Notes

Ciross debt is defined bo inaludo all elassss of lagal indobied-
ness axeopt the following: (1) the deposit liabiliry of banks
and the amount of bank notes in circulation; (2) the value
of outstanding policiez and anouitios of lifs inzurines chr-
riera; (3) the short-term dehis among individuals and unin-
corporated nonfinancisl business firms; nnd {4} the aeominel
debt of corporstions, such 2z bonda which are puthorized
but unissred, or outstonding but reacyuired.

Net debt for esch of four sectors is defined 2z follows:
Federal Government net debs is thak owed to all other

sectors of the ecomomy except the Feders! Government
proper ond its corporntions and ﬁ\anmeﬁ State end local -
government net debt i that owed to all other BCOnOMic
entities except State and loenl governments; corporate net
debt is that awed to all pther entities {including corporations)
except {0 other corporate members of an afilinted system:
and private nencorporais het fand gross) debs s the summn-
tion of oll forms of lagal nemcorporate indebtedness exeept
that among individunls and unincorporated nonfinansipl
business firms. Data showing adjustments for duplication
involyad in passing from gross to nek deht ave given in detail
in tables 3, 4, end 5.

These eoncepts wers more fully discussed in the Qotober
1950 issue of the SunvEy.

The statistical boses for the present estimntes nre in
general similar to thosa used in the post. Thaess have heen
axplaived in nrticles in ¢he July 1944 and September 1945
issuea of the Sunvor snd in the special bulletin "Indebted-
nesg in the United States, 1929—41" (Depariment of Com-
merce Economic Series No. 21, U, 8. Government Printing
Offica, 1942), TIn the Sﬁfptrember 1946 and September 1947
articlaz modificationz of former procedures ware noted.

The present repori coniains the foll set of sstimates pro-
vided by the Office of Business Economics Dabt Study, and
syuperseden the tables published in anrliar reports. Kevisions
incorpornied here include those made by the Bureau of
Aghriculbuml Economice in the series for farm morigage
debt, by the Federal 3avings and Lozn Insucence Corporns
tion in ite cstimnies of mm-lﬁgﬁ debt ox 14 family homes,
and by tho Fodersl Razerve Board in ths series for consumar
eradit outstanding. For the convenience of usas of the
dotn, revisad values for the major debt eatepories affected
l(:.m]:zi bi?ﬂ extrapolated back to 1916, using approprints links

tabla 1). .

Other revigtona for recent yeurs bhove resulted hiom tha
incorporation of additional bosic dota.

In tabla 4, the distribution of loesl government debt by
types of civil divisions shown for 1980, 1851, and 1052 is not
gtriotly comparsble with that shown jor 1940 and sarlior

PLrS {ecnusa of changes in the Burenu of the Ceansus clnssi-

cation of these units, perticularly oities nnd speciel dis-
triets, "Governmental Debt in 1951, Bureau of the
Cansus, Decamber 1951.)




